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DESPITE  signs  of  growing  stress  and  strain,  the 
German  economy  has  continued  to  function  at  a 
high  rate  of  activity  during  the  last  few  years.* 
Confounding  the  prophets  of  collapse,  industrial 
output  and  employment  have  risen  far  above  pre¬ 
depression  levels.  Many  industries  are  operating  in 
excess  of  their  optimum  capacity,  and  the  labor 
supply  has  become  increasingly  stringent.  The 
slump  experienced  by  most  countries  in  the  last 
year  and  a  half  has  failed  so  far  to  check  the  con¬ 
tinuous  upswing  in  business  which  has  taken  place 
since  1932.  During  1938  industrial  production  was 
26  per  cent  higher  than  in  1929  and  138  per  cent 
above  1932.  The  number  of  people  gainfully  em¬ 
ployed,  excluding  those  in  the  army  and  labor  ser¬ 
vice,  averaged  19,564,000 — some  seven  million  more 
than  in  1932  and  over  9  per  cent  more  than  the 
average  for  1929.^  By  the  end  of  1938  the  total  of 
registered  unemployed  had  dropped  to  456,000 — a 
figure  including  a  considerable  number  no  longer 
fit  for  work.  The  government  is  experiencing  seri¬ 
ous  difficulty  in  finding  enough  labor  for  all  the 
tasks  it  has  undertaken. 

The  maintenance  of  this  business  boom  in  Ger¬ 
many  is  not  as  miraculous  as  it  appears.  It  must  be 
attributed,  above  all,  to  the  enormous  expenditure 
of  public  funds  and  the  government’s  power  to 
mobilize  all  the  resources  of  labor  and  capital,  in¬ 
dustry  and  agriculture.  Judging  from  the  best  avail¬ 
able  published  and  private  sources,  the  national, 
provincial  and  local  governments  have  spent  dur¬ 
ing  the  last  six  years  an  aggregate  sum  of  60,000,- 
000,000  Reichsmarks  above  expenditures  in  1932- 
1933.  According  to  a  prominent  public  official,  the 
disbursements  of  all  governmental  and  semi-public 
bodies — ^including  presumably  the  Nazi  party,  the 
Labor  Front  and  similar  organizations — amounted 
in  1937-1938  to  35-40  billion  marks.  With  the  addi¬ 
tional  outlay  of  publicly  owned  utilities  and  indus¬ 
tries,  the  total  reaches  45  billion  marks,  or  two- 

1.  For  an  earlier  review  of  the  German  economic  situation,  cf. 
John  C.  deWilde,  “The  German  Economic  Dilemma,”  Foreign 
Policy  Reports,  March  15,  1937. 

2.  Statistical  Supplement,  Weekly  Report  of  the  German  Insti¬ 
tute  for  Business  Research,  February  9,  1939. 


thirds  of  the  national  income.^  Naturally  this 
money  has  filtered  through  the  entire  economy 
and  stimulated  almost  all  branches  of  enterprise. 

The  Nazis  have  tackled  many  tasks  simultane¬ 
ously.  Their  primary  objective  has  been  to  make 
Germany  strong  and  invincible.  Not  only  have 
they  lavished  large  sums  on  the  army,  navy  and  air 
force,  but  under  their  direction  billions  of  marks 
have  been  invested  in  plant  and  machinery  to  in¬ 
crease  the  domestic  output  of  such  vital  raw  ma¬ 
terials  as  mineral  oil,  rubber,  metals  and  textile 
fibres.  For  the  rapid  construction  of  fortifications  in 
the  west,  vast  quantities  of  material  and  man  pow¬ 
er  were  mobilized  in  1938.  By  September  this  task 
alone  engaged  some  360,000  laborers,  exclusive  of 
100,000  men  of  the  labor  service  and  an  unspecified 
number  of  soldiers.**  The  construction  of  a  compre¬ 
hensive  network  of  express  highways,  which  had 
already  entailed  an  expenditure  of  three  billion 
marks  by  the  end  of  last  year,  has  kept  another 
100,000  men  directly  at  work.’  Vast  projects  for  the 
rebuilding  of  Berlin  and  other  cities  of  the  Reich 
have  also  been  launched.  Today  public  contracts 
account  for  80  per  cent  of  the  total  construction,^ 
as  compared  with  55  per  cent  in  1932  and  30  per 
cent  in  1929.^  While  the  number  of  people  directly 
employed  by  the  authorities  on  public  works  does 
not  bulk  large,  millions  work  to  fill  government 
orders,  particularly  in  the  metallurgical,  chemical 
and  building  industries. 

All  this  work  has  been  facilitated  by  a  totalitarian 
government  which  has  been  able  to  direct  the  pro¬ 
ductive  energies  of  the  country  into  whatever  chan¬ 
nels  it  chose.  Undeterred  by  liberal  democratic  doc¬ 
trines  concerning  the  sanctity  of  private  property, 

3.  cf.  Rudolf  Brinkmann  (State  Secretary  in  the  Ministry  of 
Economics),  Stoat  und  Wirtschaft  (Berlin  and  Stuttgart,  W. 
Kohihammer  Verlag,  1938),  p.  23. 

4.  Reichs-Kredit-Gesellschaft,  Deutschlands  Wirtschaftliche  Lage 
an  der  fahreswende,  tgjS-tgjg,  p.  55. 

5.  In  the  middle  of  1938  the  total  was  115,000.  Cf.  Institut 
fiir  Konjunkturforschung,  Halbjahrsberichte  zur  Wirtschaftslage, 
1938-1939,  Heft  2,  p.  153. 

6.  H.  Marschner,  “Die  Schliisselstellung  der  offentlichen  Auf- 
trage,”  Der  Deutsche  Volksu/irt,  December  16,  1938. 

7.  Ibid.,  June  to,  1938. 
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“due  process  of  law”  and  the  freedom  of  the  indi¬ 
vidual,  the  regime  has  dictated  prices,  wages  and 
profits,  and  conscripted  labor  and  capital  for  its  ob¬ 
jectives.  For  purposes  of  discipline  labor  has  been 
enlisted  in  a  National  Socialist  Labor  Front;  indus¬ 
try  has  been  organized  in  the  Reich  Industrial  Or¬ 
ganization  which  has  been  instrumental  in  enforc¬ 
ing  the  government’s  demands  on  business;  and 
the  entire  farming  community  has  been  included 
in  the  Reich  Agricultural  Estate  to  spur  the  farm¬ 
ers  on  to  ever  greater  production  of  foodstuffs  and 
raw  materials.  The  party  hierarchy,  efficiently  aided 
by  the  secret  police,  has  also  seen  to  it  that  no  indi¬ 
vidual  and  no  group  steps  “out  of  line.” 

A  RISING  NATIONAL  INCOME 

What  has  all  this  additional  employment  meant 
to  the  Germans.^  According  to  official  reports,  their 
aggregate  income  in  1937  amounted  to  69.4  billion 
marks,  as  compared  with  47.4  and  74.5  billion  in  1932 
and  1929  respectively.®  The  gross  earnings  of  workers 
and  salaried  employees  rose  from  25.7  to  38.8  billion 
marks  in  the  period  1932  to  1937,  and  probably  at¬ 
tained  41.5  billion  in  1938.^  Even  after  deducting 
2.35  billion  representing  the  decline  in  unemploy¬ 
ment  assistance, there  still  remains  an  increase  of 
10.75  billion  in  five  years.  While  the  larger  part  of 
this  increase  is  attributable  to  a  sharp  rise  in  em¬ 
ployment,  individual  incomes  are  also  higher  in 
many  cases.  An  examination  of  the  number  of  con¬ 
tributions  made  to  the  old-age  insurance  fund  dis¬ 
closes  that  the  percentage  falling  in  the  wage  cate¬ 
gory  of  over  36  marks  per  week  rose  from  19. i  per 
cent  in  1932  to  29.8  per  cent  in  1937,  while  the  pro¬ 
portion  in  the  much  lower  class  of  12  to  18  marks 
per  week  dropped  from  22.7  to  13.2  per  cent." 

Extension  of  the  average  working  day  in  indus¬ 
try  from  6.91  to  7.75  hours" — an  increase  of  12  per 
cent — was  largely  responsible  for  the  growth  in 
earnings.  Hourly  wages,  however,  have  also  risen 
in  many  industries.  Although  the  government  has 
stressed  wage  stability  in  order  to  restrict  imports 
for  consumption  and  the  cost  of  armament,  the 
wages  it  has  fixed  have  until  recently"  always  rep- 

8.  Deutschlands  W irtschaftlkhe  Lage  an  der  Jahreswende, 
193S-1939,  cited,  p.  58. 

9.  Ibid.,  p.  60. 

10.  The  amount  paid  for  unemployment  relief  fell  from  2.84 
billion  marks  in  1932-1933  to  0.47  billion  in  1937-1938.  Cf. 
Otto  Barberino,  “Veranderte  Strukter  des  oiTentlichen  Haus- 
halts,”  Der  Wirtschajis-Ring,  July  22,  1938. 

11.  Cf.  “Wandlungcn  in  der  Schichtung  der  Arbeiter-und 
Angestellteneinkommen,”  Vierteljahrshefte  zur  Statistil^  des 
deutschen  Reiches,  No.  3,  1937.  Supplemented  by  data  from  the 
Reichsarbeitsblatt. 

12.  Cf.  Weekly  Report  of  the  German  Institute  for  Business 
Research,  January  26,  1939. 


resented  minima.  In  practice  the  shortage  of  labor, 
particularly  of  skilled  workers,  engineers  and  the 
higher  grades  of  salaried  employees,  has  induced 
employers  to  pay  more.  The  rise  has  been  most 
marked  in  the  building,  iron  and  steel,  chemical 
and  electrotechnical  industries.  For  all  wage  earn¬ 
ers,  the  hourly  rate  of  pay  rose  only  a  little  more 
than  4  per  cent  from  1932  to  1937.'^  This  increase 
has  taken  place  despite  the  fact  that  the  re-employ¬ 
ment  of  millions  of  people,  including  a  dispropor¬ 
tionately  large  number  of  the  unskilled  and  less 
efficient  workers,  tends  to  depress  average  wages. 

In  comparison  with  the  pre-Hitler  era,  a  larger 
share  of  the  German’s  income  is  absorbed  today  by 
the  government,  the  Nazi  party  and  its  various 
formations,  and  a  multiplicity  of  semi-official  or¬ 
ganizations.  Taxes  and  compulsory  social  insurance 
contributions  took  33.5  per  cent  of  the  national  in¬ 
come  in  1937,  as  compared  with  30.6  in  1932."  The 
total  legal  deductions  from  wages  for  poll  and 
wage  taxes,  as  well  as  compulsory  social  insurance 
premiums,  rose  from  12.5  to  13.5  per  cent  in  this 
same  period.  The  Reich  Statistical  office  estimates 
that,  in  addition,  the  average  worker  pays  about 
1.5  per  cent  to  the  Labor  Front,  but  probably  less 
than  one  per  cent  in  contributions  to  the  Nazi  Wel¬ 
fare  Organization,  the  Winter  Relief  Fund  and 
the  like.‘^  This  would  raise  the  total  to  15  or  15.5 
per  cent.  For  a  skilled  worker  with  an  annual  in¬ 
come  of  2,400  Reichsmarks  per  year  and  a  family 
consisting  of  a  wife  and  two  children,  pay¬ 
ments  in  taxes  and  contributions  may  total  about 
22  per  cent.  His  annual  expenditures  might  be  dis¬ 
tributed  as  follows:" 


Reichsmarks 

Percentage 
of  Income 

Direct  taxes  on  income 

82.66 

3-44 

Indirect  taxes  on  consumption 

124.66 

5.19 

Contributions  to  social  insurance 

238.68 

9.94 

Membership  in  Nazi  party  and 
affiliated  organizations,*  con¬ 
tributions  to  Winter  Relief 
Fund,  Hitler  Youth,  etc. 

81.90 

3.41 

Total 

527.90 

21.98 

•Including  the  Labor  Front,  the  National  Socialist  Welfare  Or¬ 
ganization,  the  Reich  Air  Defense  League  and  the  Association 
for  Germans  Abroad. 

13.  Cf.  p.  304. 

14.  “Die  Entwicklung  der  Arbeitsverdienste  in  den  letzten 
zehn  Jahren,”  Wirtschaft  und  Statistik,  No.  4,  1938.  In  indus¬ 
try  gross  hourly  earnings  rose  7.5  per  cent  in  the  four-year 
period  ending  March  1938.  Cf.  Halbjahrsberichte  zur  Wirt- 
schaftslage,  1938-1939,  Heft  2,  cited,  p.  120. 

15.  Brinkmann,  Stoat  und  Wirtschaft,  cited,  p.  23. 

16.  “Die  Entwicklung  der  Arbeitsverdienste  in  den  letzten 
zehn  Jahren,”  cited. 

17.  Data  obtained  from  Charlotte  Lorenz,  “Verbrauchshaushalt 
und  offentlicher  Haushalt,”  Soziale  Praxis,  October  i,  1938. 
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Not  all  of  these  additional  contributions  repre¬ 
sent  a  net  loss  to  the  worker.  Dues  in  the  Labor 
Front  are  probably  no  higher  on  the  average  than 
those  in  the  former  labor  unions,  although  the  lat¬ 
ter  included  only  6.5  million  members  against  over 
20  million  for  the  former.  The  Labor  Front,  too, 
has  not  been  altogether  unsuccessful  in  securing 
some  amelioration  of  labor  conditions.  It  has  been 
instrumental — particularly  in  the  smaller  enterprises 
which  were  often  socially  unprogressive — in  im¬ 
proving  lighting  and  sanitation,  in  obtaining  lunch 
rooms  and  sport  facilities  for  workers,  and  in  se¬ 
curing  longer  paid  vacations  as  well  as  additional 
compiensation  in  case  of  maternity,  sickness  and  the 
like.*®  Through  its  “Strength  through  Joy”  depart¬ 
ment,  the  world’s  biggest  theatre  and  travel  agency, 
the  Labor  Front  provides  millions  of  its  members 
with  extraordinarily  cheap  vacation  trips  and  facil¬ 
itates  admission  to  theatres  and  concerts.*^ 

People  living  largely  from  investments  in  real 
property  or  stocks  and  bonds  have  not  fared  as 
well  as  those  deriving  their  income  from  wages  and 
salaries.  While  their  income  rose  from  3.1  billion 
marks  in  1932  to  3.8  billion  in  1937,  their  share  in 
the  national  income  dropped  from  6.6  to  5.4  per 
cent.^°  Government  control  of  rents,  reductions  in 
interest  rates  and  the  limitation  of  dividend  pay¬ 
ments  to  6  (in  some  cases,  8)  per  cent  of  nominal 
capital,  were  responsible  for  this  development.  As 
production  increased  and  plants  were  utilized  more 
fully,  industry  did  in  fact  earn  handsome  profits; 
yet  these  earnings  had  to  be  reinvested  in  business, 
or  were  in  many  cases  conscripted  for  the  Four 
Year  Plan.  Moreover,  business  was  subjected  in¬ 
creasingly  to  government  intervention  which  con¬ 
verted  the  old  type  of  entrepreneur  more  and  more 
into  a  servant  of  the  National  Socialist  state.  Small 
and  medium-sized  enterprises  often  suffered  in 
comparison  to  big  business,  because  they  did  not 
profit  to  the  same  extent  from  government  orders 
and  could  not  afford  the  staff  necessary  to  cope 
with  the  maze  of  bureaucratic  regulations. 

18.  Volunury  expenditures  of  industrial  concerns  for  social 
purposes  have  accordingly  risen.  For  some  indication  of  their 
extent,  cf.  “Freiwillige  Sozialleistungen,”  Frank,furter  Zeitung, 
May  1,  1938. 

19.  In  1937  203,000  people  from  Berlin  alone  are  said  to  have 
participated  in  vacation  journeys  and  cKcan  trips,  while  258,000 
took  part  in  one-day  outings  and  week-end  excursions  arranged 
by  the  Labor  Front.  Theatrical  presentations  arranged  by  the 
same  organization  were  reported  to  have  drawn  2,519,369  vis¬ 
itors.  Cf.  Gunther  Adam,  “Aus  der  Arbeit  der  N.S.  Gemein- 
schaft  Kraft  durch  Freude  im  Gau  Berlin,”  Monatshefte  fiir  N.S. 
SoziaipolitH(,  June  25,  1938. 

20.  Deutschlands  Wirtschajtliche  Lage  an  der  Jahreswende, 
193^-1939.  cited,  p.  58. 


THE  STANDARD  OF  LIVING 

On  the  whole  the  net  income  of  the  German 
people  is  larger  today  than  in  the  depression  years, 
but  smaller  than  in  1929.  Their  voluntary  savings 
rose  from  an  estimated  634  million  marks  in  1933 
to  about  3,724  million^*  in  1937,  and  continued  to 
increase  during  1938.^^  This  growth  in  savings  is 
not  exclusively  attributable  to  larger  incomes  but 
is  symptomatic  as  well  of  the  limitations  placed  on 
consumption.  The  Germans  can  and  do  spend 
more  on  amusement  and  relaxation,  as  is  evidenced 
by  crowded  theatres,  cinemas  and  cafes,  and  by  in¬ 
creased  holiday  travel.  Yet  in  many  cases  they  can¬ 
not  buy  foodstuffs  and  other  goods  in  the  variety, 
quantity  and  quality  they  desire,  because  domestic 
production  is  so  largely  concentrated  on  armament, 
public  building  and  road  construction,  and  priority 
is  given  to  imports  of  raw  materials  for  these  pur- 
poses.^^  People  buy  more  of  those  things  which  can 
be  produced  at  home  or  easily  imported  from  cer¬ 
tain  countries,  and  have  to  limit  their  purchases  of 
those  articles  or  foods  in  which  domestic  produc¬ 
tion  is  inadequate  and  where  the  deficit  cannot  be 
covered  by  imports.  Shortages  of  certain  foodstuffs 
and  manufactured  articles  often  develop,  at  times 
because  the  increase  in  the  supply  has  not  kept  pace 
with  a  growing  demand,  at  other  times  because  the 
supply  itself  is  actually  smaller. 

According  to  official  statistics  per  capita  con¬ 
sumption  of  cigars,  cigarettes,  beer,  coffee,  fish, 
sugar  and  wheat  flour  rose  substantially,  while  that 
of  meat,  milk  and  cheese  increased  moderately.  On 
the  other  hand,  the  consumption  of  tropical  and 
semi-tropical  fruits  fell  sharply  and  that  of  fats, 
eggs  and  cocoa  declined.  Although  figures  are  lack¬ 
ing,  the  quantity,  variety  and  quality  of  all  avail¬ 
able  fruit  and  vegetables  has  markedly  declined 
owing  to  the  general  reduction  of  imports  from 

21.  These  totals  are  calculated  from  the  rise  in  savings  de¬ 
posits  in  savings  and  other  banks,  the  increase  in  capital  invest¬ 
ments  by  life  insurance  companies,  and  the  volume  of  security 
purchases  by  the  public,  excluding  securities  placed  with  banks, 
savings  banks,  insurance  companies  and  similar  institutions.  Cf. 
Reichs-Kredit-Gesellschaft,  Germany’s  Economic  Development 
during  the  first  half  of  the  Year  1938,  p.  69. 

22.  Up  to  the  end  of  November  1938  deposits  in  savings  banks 
had  risen  1,371  million  marks,  as  compared  with  1,120  million 
during  the  same  period  of  the  preceding  year.  Capital  invest¬ 
ments  of  life  insurance  companies  had  increased  521  million 
marks  up  to  the  end  of  October  1938,  as  compared  with  492 
million  for  the  corresponding  period  of  1937.  Cf.  Deutschlands 
Wirtschaftliche  Lage  an  der  fahreswende,  1938-1939,  cited, 
p.  98;  also  Institut  fiir  Konjunkturforschung,  Statistif^  des  In- 
und  Auslands,  1938-1939,  No.  3,  p.  72. 

23.  In  1937  production  of  consumers’  goods,  including  textiles, 
shoes,  household  articles  and  foodstuffs  constituted  only  37.1 
per  cent  of  the  estimated  value  of  total  industrial  output,  as 
against  47.4  per  cent  in  1932  and  43.5  per  cent  in  1929.  Cf. 
Deutschlands  Wirtschaftliche  Lage  an  der  fahreswende,  1938- 
1939,  cited,  p.  9. 
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such  countries  as  the  United  States  and  The  Neth¬ 
erlands.  Limited  data  for  last  year  indicate  some 
further  increase  in  the  consumption  of  meat,  sugar 
and  tobacco.^'*  Owing  to  failure  of  the  domestic 
harvest,  the  supply  of  fruit  in  1938  became  smaller, 
while  a  15  per  cent  reduction  in  butter  rations  in 
the  fall  indicates  that  the  consumption  of  fats  must 
also  have  declined  further.  Symptomatic  of  the  gen¬ 
eral  situation  was  the  sudden  shortage  of  coffee 
which  developed  toward  the  end  of  1938  because 
of  disturbed  trade  relations  with  Brazil. 


Per  Capita  Consumption  in  1937* 
{Percentage  change^ 


Compared  to  1932 

Compared  to  1929 

Meat 

+  9-0 

-f-  2.2 

Fish 

+39.0 

+327 

Milk 

+  5-7 

—  5-2 

Cheese 

-f  9-6 

.... 

Eggs 

—  8.0 

—13-5 

Wheat  flour 

-1-25.0 

+  3-9 

Rye  flour 

-f  2.0 

+  4-3 

Potatoes 

—  9.0 

-1-  1.2 

Tropical  fruits 

—27-5 

—25.7 

Sugar 

-I-19.0 

+  2.5 

Cocoa 

—  5.6 

—  5-6 

Coffee 

-j-22.0 

+10-5 

Fats 

-  8.5 

—  6.1 

Beer 

-j-22.0 

— 18.2 

Cigars 

-i-52.0 

+20.5 

Cigarettes 

-f24.0 

-f-17.1 

•Compiled  from 

Wirt  sc  haft  und  Statistic, 

No.  6,  1938,  and 

Statistisches  Jahrbuch  jiir  das  deutsche  Reich,  1937,  p.  362. 

These  official  figures  are  in  some  respects  deceiv¬ 
ing.  The  statistics  do  not  in  reality  show  consump¬ 
tion,  but  only  amounts  available  from  domestic 
production  and  imports.  They  thus  fail  to  take  into 
account  certain  reserves  which  have  admittedly 
been  accumulated  for  war  purposes  at  the  expense 
of  current  consumption.^'  In  a  number  of  instances 
their  accuracy  is  doubtful.  For  example,  the  figures 
on  fat  supply  are  based  on  the  rather  dubious  as¬ 
sumption  that  domestic  production  of  butter  has 
risen  from  419,000  tons  in  1932  to  516,000  in 
1937.^^'^’  That  the  statistics  on  milk  output  are 
inaccurate  is  suggested  by  the  fact  that  there  was 

24.  Statistical  Supplement,  Weel(ly  Report  of  the  German  In- 
stitute  for  Business  Research,  January  ii,  1939. 

25.  At  the  Nuremberg  Party  Congress  last  September,  Goering 
boasted  that  Germany  had  stored  fat  adequate  for  jVi  months, 
and  possessed  large  stocks  of  meat  and  fish  conserves.  Cf. 
V6l\ischer  Beobachter,  September  ii,  1938. 

26-27.  It  is  acknowledged  that  dairy  statistics  are  not  alto¬ 
gether  reliable.  (Cf.  “Die  Grundlagen  einer  laufenden  Statistik 
des  Verbrauchs  an  Nahrungs-  und  Genussmittel,”  Vierteljahrs- 
hefte  zur  Statistil^  des  deutschen  Reichs,  No.  i,  1937).  Al¬ 
though  butter  output  was  probably  raised  at  the  expense  of 
cream  and  fatty  cheese,  the  increase  was  apparently  not  as  large 
as  indicated,  especially  since  milk  production  ruse  less  than  6 
per  cent.  (For  figures  on  milk  production,  cf.  Halbjahrsberichte 
zur  Wirtschaftslage,  1938-1939,  No.  2,  cited,  p.  137). 


no  indicated  decline  in  production  in  the  first  three- 
quarters  of  1938  despite  a  serious  and  widespread 
outbreak  of  hoof  and  mouth  disease  among  catde. 
It  must  also  be  noted  that  the  figure  on  cheese  con¬ 
sumption  fails  to  take  into  account  the  marked 
shift  which  has  taken  place  from  fatty  cheese  to  the 
much  less  nutritious  lean  cheese.  Nor  should  it  be 
forgotten  that  the  rise  in  flour  consumption  was  at 
least  partially  obtained  by  raising  the  extraction  rate 
of  flour  from  grain. 

While  the  food  supply  has  been  irregular  and  un¬ 
satisfactory,  other  products  have  been  more  readily 
available.  In  the  first  three-quarters  of  1938  the 
production  of  textiles,  shoes  and  household  goods 
was  43  per  cent  higher  than  in  1932.^®  Although 
difiiculties  were  experienced  earlier  in  obtaining 
sufllcient  foreign  cotton  and  wool  for  textiles  and 
clothing,  the  development  of  domestic  materials,  to¬ 
gether  with  increased  imports,  have  relieved  the 
stringency  and  made  possible  a  considerable  rise 
in  output  during  the  last  two  years.  At  the  same 
time  the  quality  has  deteriorated. 

The  increase  in  purchasing  power  was  also  re¬ 
flected  by  a  sharp  rise  in  the  number  of  passenger 
automobiles  owned  and  registered  in  Germany.  At 
the  middle  of  1938  the  total  stood  at  1,305,608,  as 
compared  to  486,000  six  years  before.^^  To  realize 
Hitler’s  pet  project  of  “motorizing”  the  German 
people,  the  official  Labor  Front  began  in  1938  the 
construction  of  a  huge  automobile  works  which 
will  turn  out  an  economic,  small  popular  car  at  a 
price  of  only  990  Reichsmarks  (about  $235 — at  the 
old  rate  of  exchange).  It  is  planned  to  step  up  pro¬ 
duction,  which  will  start  in  1940  with  100,000  cars, 
to  as  many  as  1,500,000  a  year  by  1946.^° 

The  enormous  amount  of  public  construction — 
roads,  barracks,  public  buildings  and  fortifications 
— have  prevented  adequate  measures  to  relieve  the 
serious  housing  shortage  which  developed  follow¬ 
ing  the  decline  in  building  during  the  depression. 
Although  the  number  of  new  homes  made  avail¬ 
able  through  new  construction  and  conversion  has 
increased  almost  constantly  since  1932,  it  has  not 
kept  pace  with  the  marriage  rate.^‘  In  the  last  few 
years  the  shortage  of  building  materials  and  labor 
has  induced  the  government  to  concentrate  primar- 

28.  Cf.  Deutschlands  Wirtschaftliche  Lage  an  der  fahreswende, 
1938-1939,  cited,  p.  22. 

29.  Vierteljahrshefte  zur  StatistH^  des  deutschen  Reiches,  No.  3, 
1938. 

30.  Franl(furter  Zeitung,  June  26,  1938. 

31.  From  1933  to  1937  there  was  a  net  increase  of  only 
1,333,000  dwellings  as  against  3,259,000  marriages.  The  num¬ 
ber  of  new  homes  made  available  rose  from  54,000  in  1932  to 
144,000  in  1937,  and  totaled  some  83,000  in  the  hrst  nine  months 
of  1938.  Cf.  Deutschlands  Wirtschaftliche  Lage  an  der  fahres- 
wende,  1938-1939,  cited,  p.  15. 
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ily  on  the  promotion  of  housing  for  the  laboring 
classes.  At  present  a  deficit  of  1,500,000  homes  is 
still  reported.^^ 

NEW  TERRITORY :  NEW  PROBLEMS 

So  far,  this  report  has  been  confined  to  the  Reich 
as  it  existed  early  in  1938.  The  past  year,  however, 
has  added  about  1 12,000  square  kilometers  and  10.5 
million  people,  thus  increasing  the  area  of  the 
Reich  by  23.8  per  cent  and  its  population  by  15.5 
per  cent.**  While  the  acquisition  of  Austria  and 
Sudeten  Germany  undoubtedly  enhanced  the  po¬ 
litical  strength  of  the  Third  Reich  and  its  economic 
bargaining  power,  particularly  with  respect  to 
southeastern  Europe,  it  imposed  new  and  heavy 
burdens  on  the  country’s  resources.  Large  sums 
have  been  spent  to  relieve  unemployment  in  these 
regions  and  to  mobilize  their  productive  energy. 
Many  were  put  to  work  constructing  roads,  air¬ 
ports  and  barracks,  filling  government  orders  for 
armament  and  uniforms,  and  exploiting  raw  ma¬ 
terial  resources.  In  Austria  the  total  registered  as 
unemployed  fell  from  404,000  at  the  end  of  April 
to  113,000  at  the  end  of  November  1938.*^  Only  in 
Vienna  is  unemployment  still  acute,  because  its 
clothing  and  luxury  goods  industries  have  always 
depended  greatly  on  export  trade.  For  the  same 
reason  unemployment  in  the  heavily  industrialized 
regions  of  the  Sudeten  territory,  estimated  at  196,000 
in  November,**  has  been  difficult  to  reduce. 

The  price  levels  of  Austria  and  Sudeten  Ger¬ 
many,  both  comparatively  low,  had  to  be  adjusted 
to  that  of  the  Reich  without  causing  too  much 
hardship.  The  Austrian  shilling  and  the  Czech 
crown  were  converted  into  marks  at  such  a  rate 
as  to  involve  a  simultaneous  all-round  appreciation 
in  prices,  wages,  salaries  and  pensions  of  36  per 
cent  in  Austria  and  39,5  per  cent  in  Sudeten  Ger¬ 
many.  While  this  was  done  in  the  interest  of  those 
earning  wages  and  salaries,  who  otherwise  would 
have  suffered  from  a  rapid  rise  in  the  cost  of  liv¬ 
ing,  it  greatly  handicapped  exports  and  in  many 
cases  imposed  on  industrialists  the  burden  of  mak¬ 
ing  a  downward  readjustment  of  prices  to  meet  the 
competition  of  concerns  in  the  Reich. 

The  union  of  these  two  territories  with  Germany 
aggravated  the  lack  of  balance  in  the  country’s  eco¬ 
nomic  structure.  Judged  by  available  resources,  the 

32.  Ibid. 

33.  Cf.  Wirtuhaft  und  btattftib,.  No.  21,  1938.  The  total  area 
of  Oreatcr  Germany  i»  now  582,775  square  kilometers,  the 
population  78,7io/>oo. 

34.  l)eut$chlandi  Wtrtuhaftliche  iMge  an  dtr  fahreswende, 
/ 9 3^-/ 9 39,  cited,  p.  56. 

35.  Ibtd.,  p.  57. 
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Reich  now  has  “more  people’’  and  “less  room.” 
The  Sudetenland  and  Austria  both  have  a  propor¬ 
tionately  greater  deficit  of  raw  materials  and  food¬ 
stuffs  than  the  old  Germany.  Whereas  the  Reich 
can  supply  about  82  per  cent  of  its  total  food  re¬ 
quirements,  Austria  can  cover  only  74  per  cent  of 
its  own  needs  and  Sudeten  Germany  probably  still 
less.  In  1936  Austria  purchased  half  of  its  raw  ma¬ 
terials  abroad;  the  Reich  only  one-fifth.  Austria  is 
self-sufficient  in  potatoes  and  sugar  and  has  small 
surpluses  of  milk,  butter  and  cheese,  which  are 
achieved,  however,  only  with  the  aid  of  imported 
feed.*^  It  must  import  about  40  per  cent  of  its 
wheat*^  and  a  considerable  portion  of  its  meat, 
fruit,  vegetables,  and  fats  other  than  butter.  The 
Sudeten  territory  can  supply  less  than  half  of  its 
consumption  of  fats,  only  two-thirds  of  its  milk  re¬ 
quirements,  and  needs  to  import  meat  as  well  as  a 
substantial  quantity  (150,000  tons)  of  wheat.  Its 
small  deficit  in  sugar  and  potatoes  can  probably 
be  covered  out  of  the  Reich’s  surplus  production.*® 
Although  generally  poor  in  natural  wealth,  Aus¬ 
tria  and  the  Sudetenland  can  make  some  contribu¬ 
tions  to  the  economy  of  Greater  Germany.  Austria 
possesses  the  largest  supply  of  magnesite  in  the 
world,  and  its  iron  deposits  are  estimated  at  219 
million  tons,  with  an  iron  content  of  approximately 
77.4  million.*^  Its  zinc  deposits  are  also  of  some 
value.'*®  Its  water  power  should  prove  a  very  im¬ 
portant  asset  to  the  Reich.  The  Sudeten  territory 
contributes  valuable  uranium  and  radium  ores,  as 
well  as  brown  coal  deposits  which  add  about  12 
billion  tons  to  Germany’s  estimated  supply  of  59 
billion.'*'  The  two  countries  together  add  greatly  to 
Germany’s  timber  resources.  Greater  Germany  now 
has  a  forest  area  of  16.79  million  hectares,  as  com¬ 
pared  with  12.71  million  before.  Although  Austria’s 
surplus  lumber  will  in  the  immediate  future  be 
largely  absorbed  by  its  own  increased  requirements 
and  long-term  export  contracts,  the  Sudetenland 
should  be  able  to  make  some  contribution  to  the 
Reich’s  timber  deficit.^^ 

36.  Cf.  Ernst  K.  Fcrchtinjjcr,  “Uie  Kinglicderung  der  dstcr- 
rcichischen  landwirtschaft,”  Der  Vierjahresplan.Dccemba  1938. 

37.  In  the  crop  years  1936-1937,  Austria  supplied  66.7  per 
cent  of  its  bread  grain  (wheat  and  rye)  and  68.2  per  cent  of  its 
feed  grain  requirements.  Cf.  Reichs-Kredit-Gesellschaft,  Deutsch- 
lands  Wirtschaftliche  Lane  im  ersten  Halbjahr,  /gj8,  p.  35. 

38.  Cf.  Das  Sudetenland  im  deutschen  Wirtschaftsraum,  pub¬ 
lished  by  the  Deutsche  Bank,  p.  27. 

39.  Osterreich  im  deutschen  Wirtschaltsratim,  published  by 
the  Deutsche  Bank,  p.  12. 

40.  In  1936  Austrian  mines  produced  111,900  tons  of  zinc  ore 
— a  little  more  than  half  the  output  of  the  Reich. 

41.  Das  Sudetenland  im  deutschen  Wirtschaftsraum,  cited, 
p.  18. 

42.  Deutschlands  Wirtschaftliche  iMge  an  der  fahreswende, 
tgjS-igjg,  cited,  p.  50. 
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The  acquisition  of  new  territory  has  greatly  ex¬ 
panded  the  capacity  of  Germany’s  consumers’ 
goods  industries  at  a  time  when  these  were  not 
fully  employed  even  in  the  Reich.  In  Austria  the 
clothing,  textile  and  luxury  industries  are  to  some 
extent  balanced  by  increased  steel  and  machine  pro¬ 
duction,  but  the  Sudeten  German  output  consists 
almost  exclusively  of  textiles  and  clothing,  glass, 
porcelain  and  similar  products.  A  large  portion  of 
these  goods  were  marketed  abroad.  The  Sudeten 
textile  and  clothing  industry  alone  employed  over 
one-third  of  those  engaged  in  non-agricultural  pur¬ 
suits.  The  textile  industry  imported  90  per  cent 
of  its  raw  materials  and  sold  65-70  per  cent  of  its 
output  abroad.  About  two-thirds  of  the  production 
of  porcelain  and  table  glass  was  also  exported.  The 
anti-German  boycott  now  handicaps  the  sale  of  all 
these  products.  The  Reich  therefore  faces  a  serious 
problem  of  readjustment.  It  must  either  revive  the 
export  demand  for  these  goods  or  convert  these  in¬ 
dustries  to  production  for  the  home  market. 


THE  “production  BATTLE’’  IN  AGRICULTURE 

The  increased  raw  material  and  food  deficit  of 
the  Reich  makes  it  all  the  more  imperative  to  raise 
domestic  production  as  far  as  possible  and  to  stimu¬ 
late  the  export  of  manufactured  goods.  In  1934  a 
“production  battle’’  was  inaugurated  for  agricul¬ 
ture,  and  in  the  fall  of  1936  a  Four  Year  Plan  was 
launched  to  increase  the  output  of  native  and  syn¬ 
thetic  raw  materials. 

The  volume  of  agricultural  production  in  the 
five-year  period  1933-1934  to  1937-1938  averaged  15 
per  cent  above  the  level  of  the  preceding  five 
years.**^  Large  sums  have  been  spent  on  land  recla¬ 
mation  and  improvement,  but  the  acreage  affected 
has  been  smaller  than  the  area  taken  for  airports, 
roads,  buildings  and  other  purposes  connected  with 
rearmament."*^  Increased  use  of  fertilizers'*’  has 
been  encouraged  by  a  drastic  slash  in  prices,  and 
farmers  have  been  persuaded  to  employ  more  ma¬ 
chinery  to  meet  the  shortage  of  labor.'*^  Special  ef- 

43.  Cf.  Halbjahrsheriihte  ziir  Wirfschaltslage,  Htft 

2,  cited,  p.  138.  It  should  be  noted  that  this  increase  was  part 
of  a  long-term  trend.  For  instance,  the  outpOt  from  1928-1929 
to  1932-1933  averaged  16  per  cent  higher  than  that  of  the  pre¬ 
vious  four  years. 

44.  The  total  land  improved  ft)r  cultivation  amounted  to 
536,000  hectares,  that  taken  for  other  purposes  to  650,000 
hectares.  Cf.  Herbert  Backe,  “Dcr  Stand  der  Erzeugungsschlacht,” 
Der  Vierjahresplan,  November  1938. 

45.  In  1937-1938  2,479,000  tons  of  fertilizers  (nitrates,  phos¬ 
phates  and  poush)  were  used,  compared  to  1,729,000  tons  in 
1928-1929.  Cf.  “Zur  Lagc  der  Landwirtschaft,"  Wirtschaft  und 
StatistH^,  No.  18,  1938. 

46.  Expenditures  for  new  machinery  and  tools  rose  from 
RM  138,000,000  in  1932-1933  to  RM  463,000,000  in  1937- 
1938.  Deutschlands  Wirtschuftluhe  iMge  an  der  fahreswende, 
i9i«-i9i9,  cited,  p.  45. 


forts  have  been  made  to  raise  the  production  of 
feed,  particularly  feeds  rich  in  protein,  in  which 
Germany  has  always  been  greatly  deficient.  New 
feeds  such  as  dried  sugar-beet  leaves  were  devel¬ 
oped,  and  the  acreage  in  sugar  beets  was  expanded 
from  271,000  hectares  in  1932  to  494,000  in  i938.'*^'^® 
The  construction  of  silos  was  subsidized  to  make 
possible  the  preservation  of  fodder  crops  and  pota¬ 
toes  for  feeding."*^  In  this  way  the  Reich  was  able, 
despite  the  limitation  of  feed  imports,  to  maintain, 
and  even  slightly  to  raise,  the  production  of  meat, 
milk  and  butter.  According  to  some  experts,  how¬ 
ever,  the  shift  from  imported  feeds,  rich  in  protein, 
to  domestic,  starchy  feeds  such  as  potatoes  has 
brought  about  a  pronounced  deterioration  in  the 
quality  of  German  livestock. 

For  a  time  unfavorable  weather  conditions,  caus¬ 
ing  a  series  of  mediocre  grain  harvests,  threatened 
the  “production  battle’’  with  disaster.  The  record 
grain  crops  of  1932  and  1933  tided  the  country  over 
for  some  time,  but  in  1936  it  proved  necessary  to 
prohibit  the  use  of  rye  as  feed  in  order  to  safeguard 
the  supply  of  bread  flour.  The  admixture  of  corn 
and  potato  flour  to  bread  also  became  necessary. 
Fortunately  for  the  Reich,  extraordinarily  large 
harvests  of  potatoes  and  beets  in  1937  enabled  the 
farmers  to  dispense  more  easily  with  rye  as  feed. 
Even  so,  imports  of  grain  had  to  be  increased  heav¬ 
ily  during  the  last  two  crop  years.  In  1937-1938  this 
entailed  the  expenditure  of  almost  402  million 
Reichsmarks  in  foreign  exchange — a  heavy  burden 
on  Germany’s  balance  of  international  payments. 
In  1938  relief  came  in  the  form  of  an  excellent  har¬ 
vest.  The  wheat  and  rye  crops  yielded  13,965,000 
tons,  compared  to  a  consumption  of  only  10,566,000 
tons  in  1937-1938.  The  yield  in  feed  grains  amount¬ 
ed  to  11,886,000  tons — almost  equal  to  the  12,031,000 
tons  consumed  in  the  previous  year.’”  Together 
with  the  carry-over,  which  increased  to  3.2  million 
tons  owing  to  larger  imports,  the  total  grain  ton¬ 
nage  available  for  1938-1939  exceeds  the  combined 
needs  of  Germany  and  Austria.  In  addition,  the 
Reich  continued  to  buy  heavily  abroad  during  the 
first  months  of  the  current  crop  year — apparently 
in  anticipation  of  war  needs. 

The  prospects  for  a  continued  increase  in  agricul¬ 
tural  output  is  not  encouraging.  Through  increased 
use  of  fertilizer  and  an  improvement  of  farming 
methods  it  may  be  possible  to  raise  production  in 

47-48.  Institut  fiir  Konjunkturforschung,  Halhjahrshericht  zur 
Wirtschaftslage,  Heft  i,  cited,  p.  28,  and  Wirtschaft 

und  Statist!^,  No.  15,  1938. 

49.  The  capacity  of  such  feed  silos  almost  tripled  from  1932 
to  1937  and  amounted  in  the  latter  year  to  6.7  million  cubic 
metres.  Cf.  “Zur  Lajte  der  Lanilwirtschaft,"  cited. 

50.  Deutschlands  Wirtschaftluhe  iMge  an  der  fahreswende, 
i9jS-t939>  cited.  P-  39- 
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Austria,  where  yields  are  generally  inferior  to  those 
in  the  neighboring  province  of  Bavaria.’*  In  the 
Reich  itself  the  outlook  is  less  favorable.  The  area  of 
cultivable  land  can  hardly  be  extended,  and  inten¬ 
sification  of  production  is  rapidly  approaching  the 
limit.  A  serious  shortage  of  farm  labor  greatly 
handicaps  the  “production  battle.’’”  The  German 
farmer  and  his  family  had  to  work  harder  and  to 
spend  more  money  for  wages,  equipment,  fertilizer, 
etc.,  while  their  net  cash  income  has  not  increased 
during  the  last  four  years.”  Although  a  sharp  rise 
in  the  prices  of  farm  products  and  a  reduction  in 
interest  and  tax  burdens  substantially  improved  the 
lot  of  the  farmer  during  the  first  years  of  National 
Socialism,”  he  has  subsequently  been  compelled  to 
shoulder  the  chief  burden  of  the  “production  battle’’ 
without  much  benefit  to  himself.  According  to  the 
Minister  of  Agriculture,  at  least  700,000  workers 
deserted  agriculture  in  favor  of  industry  and  trade 
from  1933  to  1938” — a  loss  only  partially  compen¬ 
sated  by  the  renewed  importation  of  several  hun¬ 
dred  thousand  seasonal  farm  laborers  from  Italy, 
Poland  and  other  countries.”  The  German  farmer 
might  be  able  to  overcome  this  labor  shortage  and 
increase  his  output  through  greater  utilization  of 
machinery,  yet  the  small  size  of  his  landholding 
and  his  limited  cash  resources  generally  militate 
against  mechanization.  Moreover,  the  fact  that 
some  700,000  farms  falling  under  the  Hereditary 
Farm  Law  can  no  longer  be  sold  for  failure  to  pay 
debts  makes  it  difficult  for  the  farmer  to  obtain 
credit  for  financing  improvements.  Huge  subsidies 
and  compulsory  amalgamation  of  landholdings  to 
make  possible  communal  farming  by  machinery 
have  been  suggested  as  one  way  out.’^  As  yet,  this 
remedy  smacks  too  strongly  of  “bolshevism.” 

THE  four  year  PLAN — MORE  DOMESTIC  RAW  MATERIALS 

On  the  whole,  more  success  has  been  achieved 
with  the  Four  Year  Plan.  Not  only  have  all  the 

51.  Ferchtingcr,  “Die  Eingliederung  dcr  dstcrrcichischcn  Land- 
wirtschaft,”  cited. 

52.  Cf.  Deutschlands  Wirtschaftliche  Lage  an  dtr  Jahreswende, 
1938-1939,  cited,  p.  4;>. 

53.  The  total  expenditures  of  German  farmers  for  wages, 
taxes,  interest  and  "means  of  production”  rose  from  5,670  mil¬ 
lion  Reichsmarks  in  1934-1935  to  6,884  million  in  1937-1938. 
In  the  same  period  their  net  cash  income  rose  only  slightly — 
from  2,235  to  2,268  million,  llfid.,  p.  47. 

54.  Cf.  John  C.  deWilde,  “Social  Trends  in  the  Third  Reich," 
Foreign  Policy  Reports,  May  i,  1937. 

55.  Speech  delivered  before  the  National  Socialist  Farm  Con¬ 
gress  at  Goslar  on  November  27,  1938. 

56.  In  1937  the  number  of  seasonal  foreign  laborers  employed 
rose  to  about  120,000;  in  the  following  year  the  total  was  con¬ 
siderably  larger.  Cf.  Deutschlands  Wirtschaftliche  Lage  an  der 
jahreswende,  1 938- 1 939,  cited,  p.  54. 

57.  Cf.  Ludwig  Hermann,  So  steht  es  um  die  Landwirtschaft 
(Stuttgart,  Union  Deutsche  Verlagsanstalt,  1938). 


natural  resources  of  the  country  been  more  inten¬ 
sively  exploited,  but  synthetic  substitutes  developed 
for  materials  formerly  imported.  In  the  textile  field, 
for  example,  efforts  were  made  to  grow  more  flax 
and  hemp  at  home  and  to  increase  the  number  of 
sheep;  and,  at  the  same  time,  the  production  of 
staple  fibre  and  rayon,  both  derived  from  wood, 
was  encouraged.  The  most  remarkable  progress 
was  made  in  the  output  of  staple  fibre.  Many 
different  types  of  this  fibre  have  been  developed: 
the  scxalled  B-types  for  admixture  to  cotton  and 
linen  and  as  a  substitute  for  jute,  the  W-types  for 
admixture  to  wool.’®  ’^  The  quality  and  properties 
of  the  fibre  have  been  greatly  improved,  so  that  it 
is  now  used  with  particular  success  for  drapes, 
decorative  and  upholstery  fabrics,  and  women’s 
clothing.  Because  of  its  inferior  resistance  to  water, 
it  cannot  as  yet  successfully  replace  cotton  in  fabrics 
which  must  be  washed  frequently.^®  The  total  out¬ 
put  of  staple  fibre  rose  to  about  150,000  tons  in  1938, 
and  is  expected  to  attain  200,000  tons  in  the  current 
year.  Rayon  production  has  also  shown  a  continu¬ 
ous  increase.  In  addition,  improvement  in  spinning 
and  weaving  technique  have  permitted  more  ex¬ 
tensive  use  of  cotton  and  wool  waste.  The  output 
of  all  domestic  textile  materials  together  amounted 
to  291^00  tons  in  1937  and  an  estimated  total  of 
362,500  in  1938.^*  It  represented  29  per  cent  of  Ger¬ 
many’s  requirements  in  1937,  as  compared  with  13 
per  cent  in  1932.^’  The  increased  use  of  textile 
waste  and  staple  fibre  has  undoubtedly  involved  a 
depreciation  in  quality. 

Output  of  Domestic  Textile  Materials* 

{in  tons) 


1933 

1937 

1938  (est.) 

Wool 

5,200 

7,100 

7400 

Hemp 

200 

6,800 

10,000 

Flax 

3,200 

34,000 

28,000 

Rayon 

28,700 

57»5oo 

65,000 

Staple  fibre 

5400 

102,000 

150,000 

•Compiled  from  figures  in 

Deutschlands 

Wirtschaftliche  Lage 

an  der  Jahreswende,  1938-1939,  cited,  p.  22,  and  Hathfahrs- 
berichte  zur  Wirtschaftslage,  1938-1939,  Heft  i,  pp.  53-55. 


More  intensive  exploitation  of  German  mineral 
resources  has  yielded  some  results.  In  order  to 
utilize  more  German  iron  ore,  the  supply  of  which 
is  estimated  at  721  million  tons  with  an  iron  con- 

58-59.  Friedrich  Sarow,  “Zellwolle,”  Die  Wirtschajtskurve,  No. 
Ill,  1938. 

60.  Recent  reports  indicate  progress  is  being  made  in  overcom¬ 
ing  this  disadvantage.  Cf.  Wir  vom  Glanzstoff,  Wer^zeitschrift 
fur  die  Angehorigen  der  Glanzstoff -Betriebe ,  special  number, 
August  1938;  also  FranltJurter  Zeitung  (“Industrielle  Textil- 
fasern"),  January  22,  1939. 

61.  Deutschlands  Wirtschaftliche  Lage  an  der  Jahreswende, 
1938-1939,  cited,  p.  22. 

62.  Rudolf  Eicke,  Warum  Aussenhandel?  (Berlin,  Verlag  fiir 
Sozialpolidk  und  Statistik,  1938),  p.  66. 
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tent  of  238  million  tons,^^  the  government  did  not 
hesitate  to  found  its  own  company,  the  Hermann 
Goring  Works,  in  July  1937.^'*  This  new  company 
has  taken  over  all  the  undeveloped  ore  deposits  in 
Germany.  It  will  not  confine  itself  to  mining  ore, 
but  is  constructing  two  huge  iron  and  steel  plants 
—one  near  Brunswick  in  central  Germany,  the 
other  at  Linz  in  Austria — which  are  expected  to 
start  production  in  1940.  In  addition,  it  has  acquired 
majority  control  of  a  number  of  metallurgical  and 
machinery  concerns,  as  well  as  the  Danube  Steam¬ 
ship  Gimpany,  so  that  it  already  rivals  the  biggest 
private  industrial  combines  in  Germany.^^ 
Hitherto  the  use  of  German  ore  has  been  handi¬ 
capped  by  its  high  acid  and  low  lime  content,  which 
necessitates  the  use  of  much  larger  quantities  of 
coke  and  lime  in  blast  furnaces.  The  Hermann 
Goring  Works,  however,  are  expected  to  use  a 
special  acid-smelting  process  which  has  already 
been  successfully  applied  in  England.  Already  Ger¬ 
man  ore  accounts  for  25  per  cent  of  the  Reich’s  con¬ 
sumption.  As  will  be  seen  from  the  accompanying 
table,  the  total  iron  ore  mined  has  risen  substantial¬ 
ly.  Taking  into  consideration  the  production  of 
Austria,  where  the  output  is  expected  to  reach  three 
million  tons  in  1939,  the  Reich  may  need  slightly 
less  foreign  ore  in  the  future. 

Production  of  Iron  Ore 
(  7,000  tons)* 

Germany  without  Austria  Austria 


Year 

Ore 

Iron 

Content 

Ore 

Iron 

Content 

1929 

6,374 

2,080 

1,891 

— 

1932 

1,340 

443 

307 

107 

1937 

9,792 

2,759 

1,885 

672 

1938  (9  mos.) 

8,198 

— 

1,972 

— 

I*  Deutschland s  Wirtschaftliche  Lage  an  der  Jahreswende,  1938- 
1939.  cited,  p.  17. 

As  for  the  non-ferrous  metals,  it  proved  impos¬ 
sible,  in  view  of  the  poverty  of  German  resources, 
to  increase  the  output  of  domestic  copper  and  tin, 
or  to  increase  substantially  that  of  lead.^^  In  1937 

63.  This  compares  with  6,830  million  tons  (iron  content  2,664 
million)  for  France;  5,970  million  (iron  content  1,970  million)  for 
Britain;  and  10,425  million  (iron  content  4,912  million)  for  the 
United  States.  Cf.  Hans  Ilau,  “Die  Rcichswcrke  A.  G.  ‘Hermann 
Goering,’”  Die  IVirtschaftsl^urve,  No.  i,  1938. 

64.  Its  capiul,  originally  Axed  at  5  million  Reichsmarks,  was 
subsequently  raised  to  400  million.  Of  270  million  Reichsmarks 

!in  common  shares,  the  government  has  retained  245  million. 
The  metallurgical  industry  was  compelled  to  purchase  the  major 
portion  of  the  130  million  marks  in  preferential  shares.  Cf. 
Frankfurter  Zeitung,  June  23,  1938. 

65.  Cf.  Karl  Schattendorn,  “Konzern  Hermann  Gdring-Werke,” 
Der  Wirtschafts-Ring,  December  23,  1938. 

66.  The  copper  content  of  the  ore  mined  in  1937 — 27,000 
tons — was  actually  4,000  tons  less  than  in  1932.  The  lead  ore 
produedon,  in  terms  of  lead  content,  rose  from  51,000  to  79,000 
tons.  Ibid. 


Germany  produced  only  10  per  cent  of  its  copper 
and  73  per  cent  of  its  lead  requirements.  Domestic 
tin  ore  accounted  for  only  12  per  cent  of  Germany’s 
consumption,  but  tin  scrap  contributed  an  addi¬ 
tional  43  per  cent.  The  government  expects,  how¬ 
ever,  that  the  production  of  zinc,  which  covered 
77  per  cent  of  the  Reich’s  needs  in  1937,  will  meet 
Greater  Germany’s  demand  by  1940.^’ 

Conspicuous  success  has  attended  the  Reich’s  ef¬ 
forts  to  increase  production  of  the  light  metals 
which,  in  various  alloys,  have  been  widely  used  to 
replace  copper,  tin,  zinc  and  steel.  Aluminum  pro¬ 
duction  soared  from  19,200  tons  in  1932  to  127,500 
in  1937.^®  Although  the  raw  material — bauxite — ^is 
imported,  its  cost  represents  only  7  per  cent  of  the 
final  price  of  the  product.  The  output  of  mag¬ 
nesium  marketed  chiefly  in  the  form  of  alloys 
known  as  elel{tron  and  magnewin,  has  also  gone 
up  rapidly — from  1,000  tons  in  1933  to  14,000  tons 
in  1937.  This  total  represented  over  half  of  the 
world’s  production.^^ 

One  of  the  aims  of  the  Four  Year  Plan  has  been 
to  step  up  the  manufacture  of  synthetic  resins  and 
plastics  like  bakelite,  all  derived  from  a  wood  or 
coal  base.  Synthetic  resins  have  almost  completely 
displaced  foreign  shellac  and  glues.^°  Various  plas¬ 
tics  have  found  widespread  use  in  the  place  of 
wood  and  metals  in  telephones,  radio  sets,  office 
and  household  articles,  musical  and  optical  in¬ 
struments,  and  pipes.’* 

Much  effort  and  money  has  been  spent  to  over¬ 
come  Germany’s  serious  deficiency  in  mineral  oil  and 
rubber.  To  obtain  an  adequate  supply  of  these  two 
commodities  for  the  growing  needs  of  the  country’s 
armament  and  motorization  programs  has  been  a 
difficult  task.  Largely  as  the  result  of  government 
subsidized  boring,  new  oil  fields  were  discovered 
and  the  production  of  natural  crude  oil  rose  from 
214,011  tons  in  1932  to  453,000  in  1937  and  approxi¬ 
mately  600,000  in  1938.’^  The  output  of  benzol,  a 
by-product  of  coke  used  in  the  nianufacture  of 
benzine,  rose  to  430,000  tons  in  1937  and  probably 
attained  500,000  tons  in  1938.’^  Germany’s  chief  re¬ 
liance,  however,  has  been  the  exploitation  of  vari- 

67.  Max  Drcyer,  Grossdeutsche  Wirtschaft,  ein  Tatsachenbericht 
in  Wort,  Zahl  and  Bild  (Berlin,  Verlag  fir  Politik  und  Wirt¬ 
schaft,  1938),  pp.  30-31. 

68.  Deutschlands  Wirtschajtliche  Lage  an  der  fahreswende, 
1938-1939,  cited,  p.  18. 

69.  Drcyer,  Grossdeutsche  Wirtschaft,  cited,  p.  32. 

70.  K.  Brandenburger,  Im  Zeitalter  der  Kunststoffe  (Munich 
and  Berlin,  J.  F.  Lchrnann  Verlag,  1938),  p.  31. 

71.  Eickc,  Warum  Aussenhandel?  cited,  pp.  71-72. 

72.  Cf.  Deutschlands  Wirtschaftliche  Lage  an  der  fahreswende, 

1938- 1939,  cited,  p.  21;  also  New  Yorl{  Times,  February  16, 

1939- 

73.  New  Yorh,  Times,  February  16,  1939. 


298 


GERMANY  S  CONTROLLED  ECONOMY 


ous  processes  for  the  extraction  of  oil  from  lignite 
and  coal.  Although  official  figures  are  lacking,  the 
output  of  synthetic  benzine  in  1938  has  been  put  at 
1,300,000  tons.^'*  Production  of  mineral  oil  from  do¬ 
mestic  materials  of  all  kinds  amounted  to  about  36 
per  cent  of  Germany’s  total  consumption  in  1937.’’ 
In  1938  the  percentage  was  probably  larger. 

The  manufacture  of  synthetic  rubber,  or  buna, 
from  coal  and  lime’^  has  also  made  slow  progress. 
To  finance  construction  of  the  necessary  plant  and 
machinery  the  government  imposed  an  import 
duty  of  1.25  Reichsmarks  per  kilogram  on  natural 
rubber  in  May  1937,  and  has  since  changed  the  rate 
in  such  a  way  as  to  keep  the  domestic  price  at 
about  2.60  Reichsmarks  per  kilogram.’’  At  present 
the  production  of  buna  is  privately  reported  to  be 
running  at  the  rate  of  20,000  to  25,000  tons  a  year. 
After  the  completion  of  the  second  plant  now  un¬ 
der  construction,  Germany  should  be  able  to  supply 
about  one-third  of  its  consumption.  In  1939  pas¬ 
senger  cars  are  to  be  equipped  with  buna  tires.’* 
Some  types  of  buna  are  actually  superior  to  natural 
rubber  in  resistance  to  wear,  heat  and  oil. 

Obviously  the  Four  Year  Plan  has  cost  much 
money.  About  its  financing  little  is  known.  The 
direct  charge  on  the  public  treasury  has  apparently 
been  small.  Subventions  have  been  paid  in  some 
cases,  and  the  state  has  partly  financed  the  Her¬ 
mann  Goring  Works  and  the  construction  of  buna 
plants.  In  addition,  it  has  defrayed  the  cost  of  much 
experimental  work.  The  main  burden,  however, 
has  been  thrust  upon  private  enterprise.  Thus,  tex¬ 
tile  concerns  and  coal  producers  were  induced  to 
finance  staple  fibre  factories  and  mineral  oil  plants 
out  of  their  own  resources.  Whenever  outside  capital 
was  needed,  the  government  helped  to  obtain  it  by 
guaranteeing  bank  credits  or  opening  up  the  cap¬ 
ital  market  for  bond  or  share  issues.  In  a  number 
of  instances  the  state  concluded  five-  to  ten-year 
contracts  with  the  entrepreneur,  guaranteeing  him 
a  price  that  would  cover  the  cost  of  production, 

74.  Ibid. 

75.  Halbjahrsberichte  zur  Wirtschaftslage,  1938-igjg,  No.  i. 

Production  of  Mineral  Oil  from  Domestic  Sources 


In  1,000  tons 

In  percentage  of  domestic 
consumption 

Benzine 

1,230 

525 

Diesel  oil 

120 

8.7 

Kerosene  oil 

40 

44.9 

Fuel  oil 

320 

40.5 

Lubricants 

140 

25.9 

Total 

1,850 

35-9 

76.  For  a  description  of  the  process,  cf.  Johannes  Eckcll, 
“Buna,  der  deutsche  synthetische  Kautschuk,”  Der  Vierjahres- 
plan,  February  1937. 

77.  During  the  fiscal  year  1937-1938  and  the  first  half  of 
1938-1939  this  duty  yielded  188.5  million  marks. 

78.  V6lk.ischer  Beobachter,  January  26,  1939. 


plus  interest  and  amortization  charges,  as  well  as  a 
definite  profit.  Often  the  government  could  guar¬ 
antee  him  a  market.  For  example,  no  difficulty  has 
been  experienced  in  selling  staple  fibre  because  the 
state  limits  imports  of  wool  and  cotton,  specifies 
the  employment  of  certain  percentages  of  staple 
fibre  in  garments  and  other  fabrics,  and  indirectly 
buys  a  considerable  quantity  for  uniforms.’^ 

In  so  far  as  the  price  of  Four  Year  Plan  products 
is  higher  than  that  of  the  raw  materials  they  re¬ 
place,  consumers  have  to  shoulder  the  burden.  Re¬ 
liable  data  permitting  price  comparisons  is  scarce. 
Moreover,  the  value  of  a  comparison  between  the 
prices  of  foreign  and  domestic  materials  is  partially 
vitiated  by  the  high  value  of  the  mark  in  relation 
to  other  currencies.  For  instance,  if  Germany 
should  follow  the  example  of  other  countries  and 
devalue  the  mark  by  at  least  40  per  cent,  the  cost 
of  foreign  benzine,  which  now  sells  at  approxi¬ 
mately  one-half  the  cost  of  the  synthetic  German 
products,  would  rise  about  66  per  cent.  In  many 
cases  the  cost  of  production  has  already  been  ma¬ 
terially  lowered.  Thus  the  price  of  the  usual  B-type 
of  staple  fibre,  which  at  the  beginning  of  1935  was 
2  to  2.10  Reichsmarks  per  kilogram,  was  successively 
reduced  to  1.45  on  September  i,  1937.*°  ** 

Germany’s  foreign  trade  dilemma 

Whatever  the  ultimate  success  of  the  Four  Year 
Plan,  it  has  undoubtedly  contributed  for  the  mo¬ 
ment  to  the  strain  under  which  the  German  econ¬ 
omy  is  laboring.  It  has  required  several  billion 
marks  in  additional  capital,  much  labor,  and  large 
quantities  of  material  for  plant  and  machinery.  It 
would  not  be  surprising  if  the  large  investments  it 
has  entailed  have  temporarily  increased,  rather  than 
decreased  the  demand  for  foreign  raw  materials. 
Certainly  the  Plan  has  not  prevented  the  develop¬ 
ment  of  a  grave  disparity  between  imports  and  ex¬ 
ports,  which  constitutes  the  major  and  most  diffi¬ 
cult  economic  problem  the  German  government 
faces  today.  In  1938  Greater  Germany  had  an  im¬ 
port  surplus  of  432,400,000  marks  as  compared  with 
a  favorable  trade  balance  of  443,000,000  for  the 
Reich  in  the  previous  year.  This  shift  of  875,000,000 
marks  creates  a  serious  dilemma  for  a  country 

79.  Cf.  “Methoden  des  Vierjahresplans,”  Franf(furter  Zeitung, 
September  4,  1938. 

80-81.  “Zellwolle,”  cited.  At  this  level  it  was,  at  the  beginning 
of  i939«  more  than  two  and  a  half  times  the  world  market 
price  of  cotton  which  had  meanwhile  dropped  rapidly  in  the 
last  two  years.  Prices  of  the  most  widely  used  W-types,  ranging 
from  1.80  to  2.30  Reichsmarks  per  kilogram,  were  reduced  by 
0.20  to  0.30  marks  in  July  1938.  At  this  point  they  arc  consider¬ 
ably  below  the  world  market  price  for  natural  wool,  which  is 
about  2.40  Reichsmarks  per  kilogram. 
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which  has  largely  exhausted  its  reserves  of  gold  and 
foreign  exchange. 

From  the  very  first  the  National  Socialist  regime 
has  had  difficulties  in  balancing  its  trade  in  such 
a  way  as  to  maintain  an  adequate  supply  of  im¬ 
ports.  With  production  constantly  rising,  the  need 
of  foreign  raw  materials  and  foodstuffs  grew  stead¬ 
ily.  At  the  same  time  exports  continued  to  decline 
until  well  along  in  1935.  Germany’s  original  refusal 
to  devalue  the  mark  handicapped  its  sales  abroad, 
and  the  fact  that  its  exports  consisted  predominant¬ 
ly  of  manufactures  made  it  particularly  vulnerable 
to  trade  restrictions  of  all  sorts.  Moreover,  industry 
found  the  domestic  market  so  ample  that  it  neg¬ 
lected  the  comparatively  unprofitable  export  trade. 
Added  to  these  factors  was  the  boycott,  which  be¬ 
came  particularly  effective  in  the  United  States.  It 
was  not  surprising,  therefore,  that  the  terms  on 
which  Germany  traded  with  other  countries  stead¬ 
ily  deteriorated  until  the  middle  of  1937.  Germans 
sold  abroad  at  continuously  declining  prices,  while 
the  cost  of  their  imports  of  raw  materials  and  food¬ 
stuffs  rose  as  economic  recovery  set  in.®^ 

Under  these  adverse  circumstances,  Germany’s 
favorable  trade  balance  of  the  depression  years  was 
rapidly  converted  into  an  import  surplus  of  284,- 
000,000  marks  in  1934.  Despite  the  progressive  re¬ 
striction  of  payments  on  German  foreign  debts,  the 
gold  and  foreign  exchange  holdings  of  the  Reichs- 
bank  had  dropped  to  84,000,000  Reichsmarks  at  the 
end  of  that  year.  To  remedy  this  situation  Dr. 
Schacht,  head  of  the  Reichsbank,  applied  his  so- 
called  New  Plan  under  which  the  volume  of  imports 
was  limited  to  the  current  income  of  foreign  ex¬ 
change.  Import  control  boards,  ultimately  number¬ 
ing  28,  restricted  purchases  abroad,  as  far  as  possible, 
to  absolutely  essential  raw  materials  and  foodstuffs, 
and  carefully  rationed  the  supply.  These  boards  cen¬ 
tralized  the  country’s  purchasing  power  abroad  and 
caused  goods  to  be  bought  primarily  from  countries 
which  would  undertake  to  accept  German  products 
in  exchange.  Beginning  with  1935,  exports  were 
directly  subsidized  from  an  annual  fund  of  about 
750,000,000  marks  collected  from  German  industry. 
Sales  to  Latin  America  and,  to  a  certain  extent,  to 
the  United  States  were  also  promoted  through  the 
use  of  so-called  ASKI  marks.  These  marks,  repre¬ 
senting  blocked  payments  for  exports  to  Germany, 
could  be  used  only  to  buy  German  goods,  and 
therefore  sold  at  a  considerable  discount.®* 

If  the  New  Plan  proved  successful  in  operation, 

82.  Cf.  Dentschlands  Wirtschajtliche  Lage  an  der  Jahreswende, 
1938-igjg,  cited,  p.  1 13. 

83.  For  a  more  detailed  review  of  these  developments,  cf. 
dcWilde,  “The  German  Economic  Dilemma,”  cited. 
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it  was  largely  because  economic  revival  abroad  was 
instrumental  in  raising  exports,  from  a  low  of 
4,617,000,000  marks  in  1934  to  5,911,000,000  in  1937. 
In  the  three-year  period  1935  to  1937,  Germany  en¬ 
joyed  an  aggregate  export  surplus  of  1,104,000,000 
marks.  Yet  the  Plan  had  serious  disadvantages  as 
well.  In  carrying  out  its  policy  of  “buying  only 
from  those  who  buy  from  us,”  the  Reich  often  had 
to  pay  higher  prices  for  its  raw  materials  and  food- 
stuffs.®"*  Germany  could  no  longer  sell  in  the  dear¬ 
est  market  and  buy  in  the  cheapest.  There  was  a 
drastic  shift  in  the  customary  channels  of  foreign 
trade,  the  Reich  utilizing  its  heavy  purchases  as  a 
weapon  to  compel  countries  producing  raw  materi¬ 
als  and  foodstuffs  to  buy  more  German  manufac¬ 
tures.  As  the  table  on  page  300  indicates,  the  com¬ 
bined  share  of  the  Near  East,  southeastern  Europe 
and  Latin  America  in  German  exports  rose  from 
8.9  per  cent  in  1932  to  24.7  per  cent  in  1937,  while 
their,  contribution  to  Ciermany’s  imports  increased 
from  17.1  to  29.4  per  cent.  The  share  of  the  British 
Dominions  and  the  Baltic  and  Scandinavian  coun¬ 
tries  also  rose.  On  the  other  hand,  business  with 
Western  Europe,  Britain  and  the  United  States 
languished.  Political  factors  accounted  for  a  severe 
decline  in  Soviet-German  trade. 

That  the  German  trade  balance  turned  heavily 
unfavorable  in  1938  was  partially  due  to  the  acqui¬ 
sition  of  Austria  and  Sudeten  Germany.  Austria 
alone  had  a  deficit  of  240,400,000  marks  since  An¬ 
schluss;  and  the  Sudeten  territory,  whose  trade 
was  incorporated  with  Germany’s  returns  in  Octo¬ 
ber,  probably  accounted  for  part  of  the  Reich’s 
import  surplus  of  192,000,000  marks.  Yet  the  trade 
balance  would  have  continued  favorable  despite 
this  factor  had  not  a  renewed  depression  abroad 
cut  heavily  into  Germany’s  exports  at  a  time  when 
booming  business  conditions  at  home  necessitated 
more  rather  than  fewer  imports.  The  value  of  Ger¬ 
man  exports,  excluding  those  from  Austria, 
dropped  ii  per  cent  in  1938,  while  expenditures  for 
imports  remained  about  the  same.  The  import  sur¬ 
plus  would  have  been  much  larger  if  the  terms  of 
trade  had  not  changed  in  Germany’s  favor  at  the 
same  time.  With  the  raw  materials  market  de¬ 
pressed,  import  prices  declined  more  rapidly  than 
those  of  exports,  so  that  the  volume  of  German 
purchases  was  actually  about  lo  per  cent  higher 
than  in  1937. 

While  the  Reich  still  has  some  reserves  in  foreign 

84.  For  example,  during  the  first  half  of  1938,  when  wheat 
was  bringing  only  RM  1.18  per  kilogram,  on  the  world  market, 
Germany  was  buying  wheat  in  southeastern  Europe  at  prices 
ranging  from  RM  1.43  to  RM  1.60.  Cf.  Lothar  Mischke,  “Der 
Nahrungsmittelbedarf  in  der  Einfuhrplanung,”  Der  deutsche 
Vollfswirt,  October  14,  1938. 
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DISTRIBUTION  OF  GERMANY’S  FOREIGN  TRADE* 
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exchange  and  gold  outside  the  Reichsbank,  it  can¬ 
not  afford  an  import  surplus  of  the  present  dimen¬ 
sions  over  a  long  period  of  time.  From  Austria  it 
obtained  a  gold  and  exchange  supply  amounting 
to  208,000,000  Reichsmarks  and  additional  foreign 
security  holdings  conservatively  estimated  at  300,- 
000,000  marks.  This  reserve  has  probably  not  yet 
been  exhausted,  especially  since  trade  statistics  re¬ 
veal  net  gold  exports  of  only  53,700,000  marks  in 
the  first  ten  months  of  1938.  Although  the  export 
surplus  of  previous  years  was  probably  used  to 
make  debt  payments,  which  continued  at  the  rate 
of  250,000,000  marks  per  year,  and  to  reduce  net 
liabilities  on  clearing  accounts,®’  it  is  not  clear  what 
happened  to  the  proceeds  from  the  sale  of  Ger¬ 
many’s  remaining  holdings  of  foreign  securities 
during  these  years.  These  holdings,  which  were 
mobilized  in  1936-1937  and  were  conservatively  esti¬ 
mated  at  800  million  marks,  are  supposed  to  have 
been  almost  completely  liquidated.  It  is  equally  dif¬ 
ficult  to  account  for  the  reduction  of  $120,439,000 
which  took  place  in  Germany’s  short-term  bank¬ 
ing  funds  in  the  United  States  from  January  1935 
to  September  1938.®^  Net  purchases  of  securities  ac¬ 
count  for  only  $11,453,000.  The  balance,  equalling 
272,465,000  marks,  must  have  been  used  either  to 
constitute  a  reserve  fund,  or — what  appears  more 

85.  Cf.  John  C.  dcWilde,  “Unfavorable  Trade  Balance  Most 
Vulnerable  Spot  in  German  Economic  Armor,”  The  Annalist, 
February  22,  1939.  Since  some  of  Germany's  export  business  is 
done  on  credit,  the  proceeds  from  exports  during  these  years 
were  acHally  less  than  those  on  paper. 

86.  Cf.  U.S.  Treasury  Department,  Statistics  of  Capital  Move¬ 
ments  between  the  United  States  and  Foreign^  Countries,  and  of 
Purchases  and  Sales  of  Foreign  Exchange  in  the  United  States, 
Third  Quarter  1938,  Report  No.  9. 


likely — to  finance  imports  for  war  purposes  which 
never  appeared  in  the  official  trade  statistics.  ^ 

Germany’s  reserves,  however,  are  probably  inade¬ 
quate  to  cover  another  trade  deficit  like  that  of  1938. 
Since  a  further  reduction  in  Germany’s  payments 
on  foreign  debts  also  seems  impossible,®^  the  Reich 
faces  the  imperative  task  of  cutting  down  the  defi-  ^ 
cit  by  curtailing  imports  or  increasing  exports. 

It  may  prove  possible  to  reduce  imports  slightly  J 
during  the  current  year.  The  excellent  grain  har-  | 
vest  of  1938  may  enable  the  Reich  to  dispense  with 
at  least  part  of  its  purchases  of  grain  and  grain 
products,  which  cost  401,700,000  marks  in  1937-1938.  , 

The  timber  resources  of  its  new  territories  and  the 
iron  resources  of  Austria  may  bring  about  some  , 

diminution  in  Germany’s  demand  for  foreign  wood  , 

and  iron  ore.  The  Four  Year  Plan  may  contribute  to  , 

a  reduction  of  imports  as  and  when  its  needs  of  ma-  , 

terial  for  plant  and  equipment  decreases  and  the  pro-  , 

duction  capacity  of  its  industries  becomes  fully  util-  | 

ized.  To  some  extent  Germany  may  be  able  to  draw 
on  existing  stocks  of  raw  materials  which  were  re-  ' 
plenished  from  increased  imports  during  the  last  two 
years.  In  1937  imports  of  raw  materials  and  semi¬ 
finished  goods  were  15  and  13  per  cent  higher  in  ' 

volume  than  in  the  previous  year;  and  during  the  ] 

first  ten  months  of  1938  they  were  again  ii  per  cent  1 

( 

87.  With  the  exception  of  the  limited  service  of  Dawes  and  ( 

Young  Plan  bonds  in  the  United  States,  the  debt  payments  still  ( 

made  by  Germany  are  transferred  through  clearing  accounts  set  ] 

up  at  the  insunce  of  Western  European  creditor  countries  which  1 

buy  more  from  the  Reich  than  they  sell  and  are  thus  in  the  ] 

position  to  confiscate  German  export  proceeds  to  satisfy  debt  ; 

claims.  Moreover,  settlements  made  on  Austria’s  foreign  debts  \ 

are  likely  to  increase,  rather  than  decrease,  Germany’s  transfer 
liabilities. 
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higher  than  for  the  corresponding  period  of  1937. 
Last  year  the  raw  material  supply  in  a  number  of 
industries  appears  to  have  been  generally  easier 
than  in  1936  and  1937,  when  acute  shortages  were 
chronic.  Particularly  in  1938  imports  of  wool,  cot¬ 
ton,  mineral  oil,  copper,  chromium,  nickel,  lead  and 
zinc  seem  to  have  been  in  excess  of  current  con¬ 
sumption.*®  Additional  stocks  may  have  been 
bought  abroad  without  being  recorded  in  the  im¬ 
port  statistics.  Yet  any  future  reduction  in  the  vol¬ 
ume  of  imports  may  be  offset,  at  least  partially,  by 
a  recovery  in  prices  of  foreign  raw  materials. 

Prospects  for  an  expansion  in  German  exports 
are  even  less  favorable.  Anti-Semitic  excesses  in  the 
Reich  have  reinvigorated  the  boycott  of  German 
goods.  Resentment  at  the  Reich’s  barter  trade  meth¬ 
ods  have  provoked  counter-measures  by  other  coun¬ 
tries.  The  United  States  is  preparing  to  contest 
Germany’s  rising  share  of  the  Latin- American 
markets,  and  the  increase  in  Britain’s  export  guar¬ 
anty  fund,  together  with  signs  of  cooperative  pro¬ 
motion  of  exports,  point  to  keener  British  compe¬ 
tition.  The  Anglo-American  trade  agreement  and 
the  recent  drop  in  the  value  of  the  British  pound 
may  also  affect  the  Reich’s  trade  adversely. 

On  the  other  hand,  the  German  government 
hopes  that  economic  recovery  abroad  will  stimulate 
Germany’s  sales  despite  the  boycott.  To  an  even 
greater  extent  than  in  the  past,  it  will  utilize  the 
enormous  purchasing  power  of  a  nation  of  almost 
80,000,000  people  as  a  lever  to  extract  trade  conces¬ 
sions.  It  will  concentrate  still  more  on  the  exten¬ 
sion  of  barter  and  compensation  trade.  The  Reich 
may  also  try  to  revive  its  trade  with  the  Soviet 
Union.  In  November  1938  the  Minister  of  Eco¬ 
nomics  not  only  established  an  absolute  priority  in 
the  allotment  of  raw  materials  to  the  manufacture 
of  goods  for  export,  but  directed  that  government 
orders  were  to  be  distributed  among  industrial  con¬ 
cerns  in  proportion  to  the  effort  made  by  each  in 
the  promotion  of  foreign  sales.  While  the  govern- 

88.  Imports  of  each  of  these  commodities  in  the  first  ten 
months  of  1937  and  1938  compare  as  follows; 
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These  figures  are  compiled  from  Wirtschaft  und  Statistik- 

ment  still  shrinks  from  devaluing  the  mark,  which 
would  raise  the  cost  of  imports,  it  may  increase  the 
export  subsidy  fund.  Export  quotas  may  also  be  as¬ 
signed  to  each  industry,  and  penalties  imposed  for 
failure  to  fulfil  them.  Any  attempt  to  exclude  Ger¬ 
many  from  the  world’s  markets.  Hitler  warned  on 
January  30,  1939,  would  find  the  country  prepared 
for  a  “desperate  economic  struggle.”  The  German 
nation,  he  declared,  must  “export  or  die.”*^’^° 

THE  BURDEN  OF  FINANCE 

Although  the  government  is  most  seriously  con¬ 
cerned  about  the  foreign  trade  dilemma,  the  finan¬ 
cial  structure  of  Germany  is  also  showing  signs  of 
strain  under  the  heavy  burden  placed  upon  it.  Un¬ 
til  recently  the  Nazi  regime  had  no  great  difficulty 
in  finding  the  huge  sums  necessary  for  its  many 
undertakings.  During  the  first  few  years,  when 
government  income  was  low  and  the  capital  mar¬ 
ket  drained  of  funds,  it  relied  primarily  on  short¬ 
term  borrowing.  Entrepreneurs  working  on  gov¬ 
ernment  contracts  and  orders  were  permitted  to 
draw  bills  against  the  government  or  its  agencies. 
These  bills  they  could  have  discounted  by  banks 
which,  in  turn,  could  present  them  for  rediscount 
to  the  Reichsbank.  They  were  treated  like  com¬ 
mercial  bills  in  all  respects  except  that  their  matur¬ 
ity  date  could  be  repeatedly  extended.  Although 
these  so-called  “armament”  and  “employment- 
creation”  bills  tended  to  inflate  the  circulation  of 
means  of  payment,  the  government  considered 
such  an  inflation  safe  enough  as  long  as  it  was  ac¬ 
companied  by  a  corresponding  increase  in  produc¬ 
tion  and  employment,  and  as  long  as  prices  were 
kept  under  firm  control.  The  extent  of  financing 
by  this  method  has  never  been  known,  for  the  bills 
have  not  been  included  in  the  Reich’s  official  debt 
returns.  It  seems  unlikely,  however,  that  the  out¬ 
standing  amount  of  this  type  of  short-term  debt 
ever  substantially  exceeded  15  billion  marks,  par¬ 
ticularly  since  the  total  sum  of  bills  of  every  kind 
held  by  all  German  credit  institutions  was  never 
above  this  amount.’^ 

In  recent  years  the  Reich  has  been  able  to  meet 
a  larger  proportion  of  its  financial  needs  from  cur¬ 
rent  revenue.  According  to  a  reliable  private  Ger¬ 
man  estimate,  the  total  income  of  local  and  nation¬ 
al  governments  and  the  Reich  Labor  Office  rose 
from  14.9  billion  marks  in  1932-1933  to  24.2  billion 
in  1937-1938.  For  the  current  fiscal  year  ending 

89-90.  New  York.  Times,  January  31,  1939. 

91.  These  bill  holdings  amounted  to  14,587  million  marks  at 
the  end  of  October  1938,  as  compared  with  5,285  million  in 
1932  and  6,260  million  in  1928.  Cf.  Deutschlands  WirtschaftUche 
Lage  an  der  Jahreswende,  igsS-igjg,  cited,  p.  90. 
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March  31,  1939  the  total  is  estimated  at  28  billion. 
Income  from  customs  and  taxes  alone  will  probably 
attain  22  billion  in  1938-1939.^^  In  the  five-year 
period  1932-1933  to  1937-1938,  annual  revenue  from 
income  taxes  showed  an  increase  of  3.7  billion;  that 
from  the  levy  on  corporations,  1.4  billion.  With 
the  sharp  rise  in  business  activity  the  “crisis  tax” 
rates,  dating  from  the  Briining  regime,  yielded 
enormous  returns.  Although  the  collection  of  taxes 
was  made  stricter,  the  rates  remained  generally  the 
same.  The  most  conspicuous  exception  was  the  cor- 
jx>ration  tax.  A  law  of  August  27,  1936  raised  the 
rate  of  this  tax  from  20  to  30  per  cent;  and  another 
law,  dated  July  25,  1938  and  applicable  to  corpora¬ 
tions  with  an  income  in  excess  of  100,000  marks, 
increased  it  further  to  35  per  cent  for  1938  and  40 
per  cent  for  the  two  subsequent  years.  Aside  from 
all  this  revenue,  the  government  had  available  the 
amount  saved  in  unemployment  relief  expendi¬ 
ture.  As  more  people  were  put  back  to  work,  the 
cost  of  unemployment  assistance  declined  from  3.15 
billion  marks  in  1932-1933  to  an  estimated  sum  of 
750  million  in  1937-1938.’^ 

With  public  expenditures  rapidly  growing,  the 
current  resources  of  the  government  have  still  had 
to  be  supplemented  by  large-scale  borrowing.  Al¬ 
though  the  short-term  debt  has  continued  to  in¬ 
crease,  the  Reich  has  been  able  to  float  a  large  num¬ 
ber  of  medium  and  long-term  loans.  From  1935  to 
1938  inclusive  such  loans  aggregated  15.6  billion 
marks.^"*  At  the  end  of  October  1938  the  officially 
acknowledged  national  government  debt  stood  at 
25,676  million  marks,  as  against  11,275  million  in 
March  1933.  The  entire  public  debt,  including  that 
of  provincial  and  local  governments,  but  excluding 
Austria,  amounted  to  39,161  million,^’  compared 
to  26,195  niillion  at  the  end  of  the  fiscal  year  1932- 
1933.  If  the  “secret”  bill  debt  is  added,  the  total  be¬ 
comes  about  54  billion. 

Public  borrowing  was  greatly  facilitated  by  a 
practical  government  monopoly  of  the  capital  mar¬ 
ket.  Only  a  few  private  stock  and  bond  issues  have 
been  permitted  and  those  primarily  in  connection 


92.  Ibid.,  p. 
billion  marks) 

101.  Tax 

revenue  has  developed  as 

follows  (in 
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Provincial  and  Local 

Total 

1928-29 

9.0 

4.2 

13.2 

1932-33 

6.6 

3.6 

10.2 

1937-38 

14.0 

4.4 

18.4 

1938-39  (est.) 

17.0 

5.0 

22.0 

93.  Otto  Barberino,  “Veranderte  Struktur  des 

oflentlichen 

Haushalts,’’  Der  Wirtschafts-Ring,  July  22,  1938. 

94.  Deutschlands  Wirtschajtliche  Lage  an  der  Jahreswende, 
igjS-igig,  cited,  p.  94. 

95.  The  local  and  provincial  public  debt  included  in  this  total 
is  of  end  March  1938.  Since  that  time  it  does  not  appear  to 
have  increased. 
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with  the  Four  Year  Plan.’^  Limited  investment  re¬ 
quirements  and  large  profits  have  enabled  most  in¬ 
dustries  to  get  along  without  resort  to  the  capital 
market.  When  the  Nazis  came  into  power,  the 
plant  and  equipment  of  German  industry  were 
generally  in  good  condition,  so  that  the  need  for 
new  investment  in  the  next  few  years  was  small. 
Industry  was  operating  at  extremely  low  capacity, 
but  costs  had  been  pared  to  the  bone.  When  gov¬ 
ernment  spending  began  on  a  large  scale  and  out¬ 
put  rose  rapidly,  costs  did  not  go  up  corresponding¬ 
ly  despite  the  stability  of  prices,  heavier  taxation 
and  a  very  moderate  increase  in  wages.  Large 
profits  accumulated.  Since  the  government  restrict¬ 
ed  dividend  payments,  these  earnings  were  “plowed 
back”  into  the  business  where  they  were  used  for 
new  investments  in  plant  and  machinery,  for  the 
reduction  of  debts  and  the  formation  of  reserves. 
The  latter  were  again  invested  largely  in  govern¬ 
ment  obligations.^*^* 

From  all  sources  together — public  borrowing,  in¬ 
creased  revenue  and  “savings”  in  unemployment 
assistance — the  Nazi  regime  obtained  during  the 
five  years  ending  March  1938  the  total  sum  of  52.9 
billion  above  the  government’s  income  level  in 
1932-1933- 

Sources  OF  Extra  Government  Expenditures’^ 
in  five  years  ended  March  31,  1938 

in  billion  marl^s 


Increased  current  income  23.0 

Savings  in  unemployment  relief  7.4 

Publicly  acknowledged  borrowing  7.5 

“Secret”  borrowing  15.0 

Total  52.9 


Owing  to  a  further  increase  in  government  bor¬ 
rowing  and  current  revenue,  this  total  should  reach 
at  least  72  billion  marks  by  the  end  of  the  fiscal 
year  1938-1939.  Thus  governmental  bodies  of  the 
Third  Reich  will  have  spent  this  huge  amount  in 
six  years  to  defray  the  extraordinary  costs  of  re¬ 
armament,  public  works  and  additional  adminis¬ 
trative  expenses. 

Recently  the  government  has  experienced  greater 
difficulty  in  raising  money.  The  year  1938  started 

96.  Of  14,030  million  marks  in  stock  and  bond  issues  from 
the  beginning  of  1933  to  the  end  of  September  1938,  only  15 
per  cent  were  classified  as  private.  Ibid.,  p.  95. 

96a.  Cf.  W.  Prion,  Das  deutsche  Finanzwunder  (Berlin,  Franke 
&  Co.,  1938),  pp.  27-49. 

97.  Cf.  John  C.  dcWildc,  “The  ‘Secret  Debts’  and  other  Aspects 
of  the  German  Government’s  Financing,’’  The  Annalist,  January 
18,  1939.  The  net  increase  in  officially  acknowledged  public  in¬ 
debtedness  was  only  about  6  billion  over  the  period  in  question, 
but  the  net  amount  derived  from  borrowing  is  greater  because 
1.5  billion  of  the  decline  in  foreign  indebtedness  was  due  solely 
to  the  depreciation  of  foreign  currencies. 
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with  an  apparent  swing  toward  a  more  conserva¬ 
tive  financial  policy.  In  April,  following  persistent 
pressure  from  Dr.  Schacht,  conservative  head  of 
the  Reichsbank,  the  government  ostensibly  aban¬ 
doned  its  practice  of  short-term  bill  financing.  In¬ 
stead,  the  Treasury  proceeded  to  issue  six-month 
“delivery”  certificates  in  payment  for  government 
orders.  As  distinguished  from  “armament”  bills, 
these  certificates  were  not  subject  to  extension  on 
maturity  or  to  rediscount  by  the  Reichsbank.  The 
amount  issued  was  presumably  limited  by  the 
Reich’s  ability  to  retire  them  from  the  proceeds  of 
taxes  and  long-term  loans.  This  policy  might  have 
worked  satisfactorily  had  not  the  government’s  fi¬ 
nancial  needs  mounted  steeply  in  1938.  Hundreds 
of  millions  of  marks  were  spent  for  the  rapid  com¬ 
pletion  of  fortifications  in  the  Rhineland.  Large 
sums  were  required  to  carry  out  measures  of  partial 
mobilization  in  March  and  September,  and  addi¬ 
tional  amounts  were  subsequently  poured  into  Aus¬ 
tria  and  Sudeten  Germany.  Under  these  circum¬ 
stances,  the  amount  of  Treasury  certificates  issued — 
almost  three  billion  marks  up  to  the  end  of  Octo¬ 
ber — far  exceeded  the  total  originally  contem¬ 
plated.^®  Loans  had  to  be  floated  in  rapid  succes¬ 
sion,  not  only  to  cover  maturity  dates  of  these  cer¬ 
tificates,  but  to  satisfy  other  demands  for  funds. 
At  the  same  time  the  Reichsbank  and  its  sub¬ 
sidiaries  had  to  absorb  large  sums  of  old  “arma¬ 
ment”  bills,^  thus  leading  to  a  rapid  increase  in 
means  of  payment.  Even  after  discounting  the  rise 
due  to  Austria  and  Sudeten  Germany,  the  circula¬ 
tion  of  notes  and  coins  at  the  end  of  November 
was  19  per  cent  higher  than  the  year  before’”® — in 
contrast  to  an  expansion  in  production  of  only  6 
per  cent. 

While  this  phenomenon  may  not  of  itself  spell 
great  danger  because  prices  are  strictly  controlled 
and  a  flight  of  capital  is  impossible,  fears  of  infla¬ 
tion  were  quickened  on  January  20,  1939,  when 
Chancellor  Hitler  replaced  Dr.  Schacht  as  head  of 
the  Reichsbank  with  Dr.  Funk,  Nazi  Minister  of 
Economics.  To  Funk  was  assigned  the  task  of 
transforming  the  central  bank  “into  a  German  bank 
of  issue  unconditionally  subject  to  the  sovereignty 
of  the  state,  in  conformity  with  National  Socialist 
principles.”’®’  At  the  same  time,  however,  Hitler 
stressed  that  he  would  have  to  keep  prices  and 

98.  Deutschlands  Wirtschaftliche  Lage  an  der  Jahreswende, 
>93^-1939,  cited,  p.  91. 

99.  From  end  March  to  end  November  1938,  bill  holdings  of 
the  Reichsbank  and  its  subsidiaries  rose  by  3,033  million  marks. 
Ibid.,  p.  89. 

too.  Ibid.,  pp.  88-89. 

loi.  Netv  York.  Times,  January  21,  1939. 
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wages  stable,  and  open  up  the  capital  market  to 
private  needs. 

Whatever  its  intentions,  the  Reich  government 
may  have  to  resort  to  inflation  unless  it  is  willing 
to  scale  down  its  financial  needs.  While  the  size  of 
the  public  debt — some  54  billion  marks  exclusive 
of  Austrian  indebtedness — is  not  alarmingly  large 
in  relation  to  national  income,  the  pace  of  the  in¬ 
crease  appears  to  have  been  too  rapid  recently.  The 
last  loan,  on  which  subscriptions  closed  January  9, 
1939,  was  floated  only  with  considerable  difficulty. 
This  year  the  government  will  probably  not  be  able 
to  obtain  6.7  billion  marks  through  loans,  as  it  did 
in  1938.  Private  enterprise  will  gradually  need  more 
outside  capital.  Many  industries  are  operating  in 
excess  of  the  optimum  capacity  of  production  and 
entering  a  period  of  rising  costs,  and  ultimately 
declining  profits.’®^  Industry  will  no  longer  be  able 
to  finance  replacement  and  extension  of  plant  and 
equipment  entirely  out  of  its  own  resources.  Nor 
will  the  government  be  able  to  look  forward  to  a 
further  substantial  rise  in  revenue,  now  that  the 
country’s  economy  is  employed  at  capacity.  After 
imposition  of  the  one-billion-mark  fine  on  the  Jews 
last  November,  the  possibility  of  confiscating  more 
Jewish  property  is  limited.  The  Reich  might  take 
over  property  of  the  Catholic  Church,  but  would 
have  difficulty  in  liquidating  it.  It  may  also  tax 
business  more  heavily  and  impose  a  capital  levy, 
but  business  already  bears  a  big  burden.  Unless  the 
Reich  wants  to  make  its  taxes  confiscatory  and  take 
over  industry,  it  must  proceed  cautiously  in  this 
direction.  As  an  alternative,  the  Nazi  regime  might 
devote  a  larger  portion  of  its  expenditures  to  pro¬ 
ductive  purposes  which  would  increase  the  coun¬ 
try’s  capacity  to  pay  taxes.  It  can  also — and  this  ap¬ 
pears  more  likely — reduce  consumption  by  the  Ger¬ 
man  people  and  tap  off  the  resulting  “enforced 
savings”  through  taxation  or  public  borrowing. 

APPEARANCE  OF  “bOTTLE-NECKs” 

Stresses  and  strains  are  evident  also  at  other 
points.  Owing  to  the  government’s  insatiable  de¬ 
mands  on  the  country’s  productive  capacity,  “bottle¬ 
necks”  have  appeared  here  and  there,  requiring  offi¬ 
cial  intervention.  Recently  the  railway  system,  with 
a  rolling  stock  less  than  in  1929,  has  hardly  been 
able  to  meet  greatly  increased  transportation  re¬ 
quirements.  The  generating  capacity  of  Germany’s 
electric  plants  has  been  strained  to  the  utmost  in 
order  to  satisfy  the  growing  need  of  power.  Re¬ 
quirements  of  the  armament  program  and  the 
Four  Year  Plan  have  overtaxed  the  capacity  of  the 

102.  Cf.  Deutschlands  Wirtschaftliche  Lage  an  der  fahres- 
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construction  industry  and  many  branches  of  the 
machine  industry.  Because  of  the  time  and  material 
required  to  fill  government  orders  for  armaments 
and  other  supplies,  numerous  plants  have  been  un¬ 
able  to  make  adequate  replacements  in  their  equip¬ 
ment  which,  at  the  present  rate  of  operation,  is  de¬ 
preciating  rapidly.  A  serious  shortage  of  labor  also 
handicaps  production  almost  everywhere. 

To  overcome  these  difficulties  the  government 
has  been  compelled  to  adopt  a  series  of  measures 
interfering  with  freedom  of  enterprise  and  em¬ 
ployment.  Toward  the  end  of  1938  it  named  “com¬ 
missars”  for  the  automobile,  machine  and  construc¬ 
tion  industries.  In  January  1939  another  was  desig¬ 
nated  for  the  power  industry.  These  commissars 
are  to  promote  rationalization  of  production,  pro¬ 
vide  for  planned  extension  of  capacity  wherever  it 
is  most  essential,  and  determine  which  orders  in 
general  are  to  have  priority.  Last  December  Dr. 
Funk  received  a  similar  delegation  of  power  for 
Germany’s  entire  industry.  Labor  has  also  been  in¬ 
creasingly  regimented.  In  February  1938  a  decree 
forbade  employment  of  single  women  under  25  in 
a  number  of  industries  and  occupations  unless  they 
had  worked  for  one  year  either  in  a  household  or 
on  a  farm.  Subsequently — in  January  1939 — this 
prohibition  was  extended  to  all  positions.  In  March 
1938  all  those  leaving  school  were  required  to  reg¬ 
ister  at  the  official  labor  exchanges.  The  latter  were 
authorized  to  prohibit  the  hiring  of  apprentices  or 
even  the  employment  of  additional  workers  by 
specific  concerns  or  branches  of  industry.  By  decree 
of  June  22,  1938  the  government  was  empowered 
to  conscript  labor  for  tasks  of  special  political  im¬ 
portance,  and  immediately  made  use  of  this  author¬ 
ity  to  draft  thousands  of  workers  in  all  parts  of  the 
Reich  for  work  on  the  western  fortifications.  In  the 
same  month  the  Reich  Labor  Trustees,  who  had 
hitherto  only  had  the  power  to  fix  minimum  work¬ 
ing  conditions,  were  given  the  right  definitely  to 
fix  rates  of  compensation  and  employment.  In  De¬ 
cember  a  number  of  industries  were  apparently 
given  the  right  to  exceed  the  8-hour  day  without 
payment  of  overtime  compensation.  Finally,  in 
February  1939,  the  Minister  of  Labor  was  author¬ 
ized  to  make  changes  in  jobs  dependent  on  con¬ 
sent  of  the  local  labor  office. 

Germany’s  uncertain  economic  future 

The  growing  difficulties  with  which  the  Reich 
has  had  to  contend  recently  cast  doubt  on  the  fre- 
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Germany’s  controlled  economy 

quently  heard  boast  of  the  Nazis  that  they  have 
devised  a  “depression-proof”  economy.  While  col¬ 
lapse  is  unlikely,  there  are  short-term  dangers 
which  menace  the  regimented  economic  stability  in 
Germany.  The  most  immediate  of  these  is  the  high¬ 
ly  unfavorable  development  of  the  trade  balance, 
which  strikes  at  the  vitals  of  German  economic  life 
— the  supply  of  raw  materials.  It  certainly  suggests 
that  Germany  could  not  withstand  concerted  eco¬ 
nomic  pressure  applied  by  other  countries  over  a 
prolonged  period.  A  more  remote  danger,  perhaps, 
is  the  strained  condition  of  German  finances.  Con¬ 
tinuation  of  the  present  rate  of  spending  may  ulti¬ 
mately  lead  to  open  inflation  despite  the  tight  con¬ 
trol  which  the  government  exercises  over  wages 
and  prices.  Yet  it  is  well  to  remember  that  the  gov¬ 
ernment  can  obtain  more  funds  by  reducing  con¬ 
sumption  and,  in  case  of  emergency,  scale  down 
its  armament  and  public  works  program. 

From  the  long-range  point  of  view  one  may  also 
question  the  stability  of  Nazi  economy.  Owing  to 
the  nature  of  government  spending,  a  serious  dis¬ 
proportion  has  developed  between  the  capital  goods 
and  the  consumers’  goods  industry.  Should  Ger¬ 
many  return  some  day  to  more  normal  peace-time 
activity,  this  may  prove  to  be  a  serious  problem. 
The  government’s  economic  experts  often  talk  of 
the  necessity  of  ultimately  returning  to  a  regime 
of  private  enterprise,  yet  the  measures  they  have 
meanwhile  devised  for  the  regimentation  of  busi¬ 
ness  have  gone  far  toward  destroying  that  man¬ 
agerial  talent  and  initiative  which  are  a  prerequisite 
for  this  change.  Already  government  control  of 
economic  life  has  produced  a  welter  of  regulations 
involving  the  conduct  of  business  in  all  sorts  of 
bureaucratic  restrictions  which  may  ultimately  pro¬ 
duce  stagnation.  Up  to  the  present,  German  busi¬ 
ness  has  been  kept  going  largely  by  lavish  govern¬ 
ment  spending.  When  a  reduction  in  such  expendi¬ 
tures  becomes  imperative,  Germany  will  face  the 
serious  problems  involved  in  a  transition  from  pub¬ 
lic  to  private  enterprise.  While  the  large,  stored-up 
demand  for  housing,  plant  and  equipment,  and 
consumers’  goods  can  provide  Germany  with 
plenty  of  work  in  such  an  eventuality,  the  change 
from  one  type  of  activity  to  another  will  entail  dif¬ 
ficult  readjustment.  It  is  then  that  the  ingenuity  of 
authoritarian  economic  methods  will  be  put  to  a 
real  test.  Meanwhile,  the  Nazis  have  kept  the  Ger¬ 
mans  hard  at  work,  but  only  at  the  expense  of  regi¬ 
mented  consumption  and  the  loss  of  individual 
freedom  and  enterprise. 


